The aim of the paper is to investigate to what extent access to finance explains differences in entrepreneurial activity across European Union (EU) member countries. We use a dataset containing information across countries and time to investigate the determinants of entrepreneurial activity in twenty-five EU members over the period between 2007 and 2013. Our sample comprises both periods of difficult access to finance and periods of excessive liquidities. Employing a panel data model with fixed effects, we found a positive relationship between access to finance and entrepreneurial activities. Furthermore, we showed that this positive relationship is more important for the individuals who believe they have the required skills and knowledge to start a business. The results proved to be robust when we employed different measures of entrepreneurial activity and several proxies for access to finance. Our findings provide empirical evidence for the need of policy initiatives at national and EU level to facilitate the creation of sustainable new ventures.
Introduction
In the extant literature, there is a broad consensus on the positive relationship between entrepreneurial activity, on the one hand, and innovation, job creation, and economic development, on the other hand. Several papers have shown that entrepreneurial firms are the backbone of local, regional, and national economies, traditionally providing the majority of employment and innovation [1, 2] . As highlighted by Niţu-Antonie et al. [3] , a higher level of entrepreneurial activity may generate "economic and non-economic value for the environmental, economic and social dimension of sustainability". In the light of the latest global financial crisis, entrepreneurship is increasingly seen as a way to support (youth) employment and competitiveness of the European economy. A recent paper highlighted that entrepreneurship and entrepreneurial activity can play a significant role in supporting recovery from the recession and sustainable economic growth [4] .
Given the important role of entrepreneurial activity for sustainable economic growth, policy makers across the world have initiated several public policies for creating new ventures. However, supporting entrepreneurship through public policies requires a thorough understanding of its determinants and, subsequently, the adoption of appropriate measures [5] [6] [7] . Starting with 2006, OECD within the Entrepreneurship Indicators Programme (EIP) identified six main thematic determinants of entrepreneurship, namely: (1) regulatory framework; (2) market conditions; (3) access to finance; (4) creation and diffusion of knowledge; (5) entrepreneurial capabilities; and (6) entrepreneurial culture.
Several papers highlighted the key role played by access to finance in supporting entrepreneurship and small and medium-sized enterprises (SMEs). The lack of financial resources is often considered as one of the main causes for not starting a new venture. Some studies showed that access to finance varies greatly from one country to another and might represent a key factor for entrepreneurial activity [8] [9] [10] [11] . Previous papers measured access to finance in terms of access to credit (debt) or access to equity. We consider that these proxies are insufficient as, in the first stages of their evolution, ventures are financing their activity and growth using equity and debt.
The aim of the paper is to provide new evidence on the determinants of differences in entrepreneurial activity across EU countries over the period between 2007 and 2013. Employing a panel data model with fixed effects, we found a positive relationship between access to finance and entrepreneurial activities. Our findings proved to be robust when we employed different measures of entrepreneurial activity and several proxies for access to finance.
The paper contributes to the literature on the country-level determinants of entrepreneurship in three major ways. To the best of our knowledge, this is the first study to examine the effects of financial constraints on entrepreneurial activity in EU countries in the light of the latest global financial crisis. Secondly, we contribute to the extant literature through the expanding of knowledge on the determinants of cross-national variations in entrepreneurial activity across countries using new proxies for access to finance. Contrary to previous studies, we employ one proxy that accounts for at the same time for access to equity and to debt. Thirdly, we contribute to the extant literature by testing the existence of an additional impact of financial and human capital on entrepreneurial activity.
The rest of this paper is structured as follows. Section 2 reviews chronologically some of the key literature on the main determinants of differences in entrepreneurial activities across countries. In Section 3, an explanation of data and the methodology employed in our paper is provided. We further present and discuss the key results of the study in Section 4. Section 5 concludes the paper and highlights the limits of our research.
Literature Review
In explaining differences in entrepreneurial activities across countries, one has to take into account numerous factors, including individual characteristics, social values, and the entrepreneurship ecosystem (for instance, access to finance, education and R&D transfer, physical and professional infrastructure). Numerous papers have explored the determinants of entrepreneurship, but only several have tried to explain the differences in entrepreneurial activity across countries.
Most of the previous studies focused on the role played by cultural and institutional factors in explaining differences in entrepreneurial activities across countries. Wennekers et al. [12] showed that cross-country variations in entrepreneurial activity are explained by cultural and institutional components. Robson [13] found that political structure has a significant effect on entrepreneurial activities, the rate of entrepreneurial activity being lower in countries which experienced a period of communist rule. Using data of the 25 member states of the EU as well as the U.S., Freytag and Thurik [14] found that country specific (cultural) factors explain the preference for entrepreneurship. Estrin and Mickiewicz [15] highlighted the role of institutions and generational change on entrepreneurial activity in transition economies from Central and Eastern Europe. Ardagna and Lusardi [16] found that high level of entry regulation has negative effects on entrepreneurial activity and these effects are stronger on certain types of people (individuals with business skills and women). Klapper and Love [17] showed that the latest global financial crisis had negative effects on entrepreneurial activities. Studying the entrepreneurial intention across China, US, and Belgium, Shinnar et al. [18] showed that fear of failure decreases the intention to undertake an entrepreneurial activity. Employing a cross-section of 72 countries, Goel et al. [19] found that the overall level of economic freedom has a positive and statistically significant influence on entrepreneurship.
Several papers [10, 11, [20] [21] [22] include the access to finance in the determinants of entrepreneurial activities across countries and the results are mixed. According to Kerr and Nanda [20] , there are two main streams of research on the relevance of financing constraints for entrepreneurship. The first stream of research focuses on the impact of financial market development (e.g., the depth of credit markets) on entrepreneurs' access to finance and rate of firm formation. The second strand of literature uses individual level data to assess how propensities to start new ventures relate to personal wealth/capital.
Regarding the first line of research, Klapper et al. [21] analyzed the determinants of firm formation in 101 countries for the maximum time period from 2000 to 2008. Their results show that access to finance (measured as domestic credit divided by GDP) is positively associated with only for one measure of new firm formation (entry per capita). However, for other two measures of new firm formation (total business density and entry rates), the results are not statistically significant. Nielsen [22] found that one percentage-point increase in the percentage of the population engaged in venture capital (a proxy for the size of the venture capital industry) is associated with a 0.753 percentage-point increase in entrepreneurial activity. Employing a sample of 10 EU countries, Morales Urrutia and Rodil Marzábal [11] found a positive relationship between access to finance (measured as private credit to GDP) and entrepreneurship. In the extant literature, access to finance refers mainly to access to credit or to venture capital. As highlighted by Fraser et al. [23] , alternative financial sources for starting a business such as bootstrap finance, crowdfunding, and supply chain finance are not included in the existing proxies for access to finance and thus insufficiently researched.
In the context of the second line of research, Blanchflower and Oswald [24] found that the probability of being self-employed depends on having an entrepreneurial vision and having access to the necessary financial resources to implement it. Grilo and Irigoyen [25] analyzed the determinants of latent and actual entrepreneurship using data from the Flash Eurobarometer Survey on Entrepreneurship conducted during September/October 2000 on a random sample from the 15 EU Member States and the US. Contrary to their expectations, the results show the perceived lack of financial support does not seem to have a significant impact on the revealed preference towards self-employment (latent entrepreneurship). However, the lack of financial support has a significant negative impact on actual entrepreneurship. Using individual-and country-level data, De Clercq et al. [26] found that people's access to financial capital (household income), human capital (entrepreneurship-specific knowledge) and social capital (exposure to other entrepreneurs) enhances the likelihood to start a new business.
There is much consensus that access to financial resources is an important determinant of entrepreneurship. Banks usually are reluctant to lend money to early-stage and seed businesses given their lack of sufficient collateral and/or track record, high risks involved and poor business performance. For EU countries, the European Central Bank (ECB) and the European Commission (EC) are conducting every two years surveys on the SMEs' access to finance (Survey on the Access to Finance of Small-and Medium-sized Enterprises (SAFE)) [27] . As presented in Table 1 , access to finance was the second most pressing problem for SMEs in the EU, after the "finding customers" concern over the period between 2009 and 2013. Our aim is to examine to which extent these concerns expressed in the surveys are really affecting the entrepreneurial activity. This paper fills the gap in the literature by examining the effects of access to finance on entrepreneurial activity across EU countries over the period between 2007 and 2013. The EU member states represent an interesting sample to study the effect of financing gap on entrepreneurial activity since access to finance was severely restricted during the latest global financial crisis and also during the sovereign debt crisis. Furthermore, at the EU level, supporting entrepreneurship and SMEs development represents a top priority, given their potential to foster economic growth, job creation, and innovation. Thus, various initiatives (e.g., Small Business Act) and public policies at national and EU level aim to support entrepreneurial activity. However, there are major differences between EU member states in terms of access to appropriate financing and entrepreneurial activity.
Materials and Methods
Our analysis combines individual-level entrepreneurship with macroeconomic data for 25 EU member states, both upper-middle-income and high-income economies (according to World Bank's classification). We excluded from our sample three members (Bulgaria, Cyprus, and Malta) of the EU due to an absence of values on Global Entrepreneurship Monitor (GEM).
Firstly, we exploit the GEM database (Adult Population Survey), the world's largest survey-based study of entrepreneurial activity, which covers more than 60 developed and developing economies since it was established in 1999 and which includes all startups, regardless of their legal status. For each country, GEM covers a representative sample of at least 2000 individuals, drawn from the adult population (18- We employ total entrepreneurial activity (TEA) as a proxy for entrepreneurial activity in EU member countries over the period between 2007 and 2013. The total early-stage entrepreneurial activity rate, the most important measure of GEM, reflects the share of adults in the population of 18 to 64 years old who is a nascent entrepreneur or owner-manager of a new business. It includes individuals who are actively involved in setting up a business they will own or co-own (Nascent Entrepreneurship Rate (NER)), respectively, individuals who are owning and managing "a running business that has paid salaries, wages, or any other payments to the owners for more than three months, but not more than 42 months" (New Business Ownership Rate (NBOR)) [28] . To test the robustness of our findings, we will run the models using as dependent variables NER and NBOR.
To explain the influence of access to finance on the entrepreneurial activity, we employed two alternative variables for access to finance, namely: the SME access to finance index (SMAF) and informal investors rate (IIR). These variables provide different insights on access to finance.
The SMAF index provides an indication of the change in the conditions of SMEs' access to finance (debt and equity) over time for the EU and its Member States. The index is computed as a weighted mean of two sub-indices: the access to debt finance index (85%) and the access to equity finance index (15%). The first sub-index, commonly associated with more mature firms, is computed based on nine indicators: percent of firms using bank loans; interest rates on loans up to 250 thousand €; interest rates for overdrafts; percent of firms using bank overdraft, credit line or credit cards overdraft; percent of firms using leasing or hire purchase or factoring; percent of companies not applying for bank loan because of possible rejection; percent of firms "applied but did not get everything requested"; rejected loan applications and unacceptable loan offers; and willingness of banks to provide a loan. The second sub-index is constructed based on the following 5 indicators: total venture capital investment in thousands of € (percent of GDP); number of venture capital beneficiary SMEs (scaled by GDP); total volumes invested by business angels in thousands of € (percent of GDP); number of deals where business angels invested (percent of GDP); percent of firms feeling confident to talk about financing with equity investors/venture capital firms. Given his composition, the access to equity finance index is commonly associated with early stage ventures. Higher values of the SMAF index and its sub-indices show better performance of the access to finance indicators relative to the EU level in 2007 (100 = EU 2007). Year-on-year increases indicate that the country's SMEs are relatively improving their access to finance. Higher availability of external financial resources for existing and potential entrepreneurs supports new ventures creation and development of existing one [11, [29] [30] [31] . The main advantages of this proxy for access to finance are: (1) it allows comparison across countries using the same benchmark-access to finance at EU level in 2007 (before the onset of global financial crisis); and (2) contrary to previous proxies, our variable includes not only access to debt but also access to equity. This fact is important, as, in the first stages of their evolution, SMEs are financing their activity and growth from both sources. However, this proxy has an important drawback: some of the indicators used in his computation are also determinants of entrepreneurial activity.
IIR captures the informal investments made by friends, family members, and colleagues in a new venture, started by someone else, in the last three years [28] . The impact of informal investment on entrepreneurial activity is significant. In the early stages of a venture's life cycle, entrepreneurs rely mainly on personal funding. As the level of personal resources is limited and because entrepreneurs cannot secure outside funding (through venture capital or banks), they seek financing from friends, family members, and colleagues for their start-up capital needs. These sources of financing are particularly important in the new member states where the level of funds provided by venture capital firms and business angels is very low. A higher value of these variables indicates more financial resources available to launch and sustain new ventures. In contrast to the previous variable, IIR measures the access to informal funding for start-ups and growing firms. We posit the following research hypothesis:
Hypothesis 1 (H1). Countries with greater access to financial resources have more entrepreneurial activity.
Following the list of indicators of entrepreneurial determinants set by OECD-Eurostat Entrepreneurship Indicators Programme (EIP) [32] and the extant literature, we include the following control variables in our models: enforcing contracts (cost in percent of claim) as proxy for regulatory framework; export burdens as proxy for market conditions; perceived capabilities as variable explaining entrepreneurial capabilities; and fear of failure rate for entrepreneurship culture. Additionally, following the extant literature, we employed GDP per capita growth rate (GDPCG) as a proxy for economic growth, GCI as a measure of national competitiveness, the level of corruption, political stability, and index of economic freedom (see Table 2 for a detailed description of each variable according to the original source).
As already explained in the extant literature [16, 33] , regulatory constraints (e.g., enforcing contracts) could have a negative impact on TEA. Using a sample of twenty-seven Organization for Economic Cooperation and Development (OECD) member countries, Sobel et al. [33] showed that barriers to entry and government regulation discourage people from starting a business. According to their results, 1% increase in the average tariff rate is associated with an 8% decrease in total entrepreneurial activity (TEA).
Export burdens (measured as the number of documents and signatures and time necessary to comply with all procedures required to export goods and services) is another determinant that was used in the previous studies. We expected a negative relationship between fear of failure and entrepreneurial activity.
Following Costa and Mainardes [34] , we include in our estimations individual's risk perception measured by fear of failure. According to the extant literature [18] , the relationship between fear of failure and TEA is negative: a higher value for fear of failing prohibits him/her from starting a venture. We expected a negative relationship between fear of failure and entrepreneurial activity.
Individual characteristics are also important determinants of entrepreneurial activity. Individual who believe they have the required skills and knowledge are more likely to start a business. We expected a positive relationship between perceived capabilities (or self-efficacy) and TEA. 
Name Definition Source
The total early-stage entrepreneurial activity rate (TEA)
The percentage of individuals aged 18-64 in an economy who are a nascent entrepreneur or owner-manager of a new business.
Global Entrepreneurship Monitor Nascent Entrepreneurship Rate (NER)
The percentage of individuals aged 18-64 in an economy who are currently a nascent entrepreneur (i.e., actively involved in setting up a business they will own or co-own; this business has not paid salaries, wages, or any other payments to the owners for more than three months).
Global Entrepreneurship Monitor
New Business Ownership Rate (NBOR)
The percentage of individuals aged 18-64 in an economy who are currently an owner-manager of a new business (i.e., owning and managing a running business that has paid salaries, wages, or any other payments to the owners for more than three months, but not more than 42 months).
Global Entrepreneurship Monitor SMAF index (SMAF)
The SMAF index provides an indication of the changing conditions of SMEs' access to finance (debt and equity) over time for the EU and its Member States. It is computed as a weighted mean of two sub-indices: the access to debt finance index (85%) and the access to equity finance index (15% The value of the index ranged from 0 to 100 (the highest level of economic freedom).
Heritage Foundation
The relationship between economic growth and entrepreneurial activity is complex. On the one hand, a high level of economic growth (measured as GDP per capita growth) can provide significant environmental opportunities and thus facilitate new-firm formation. On the other hand, economic development induces higher real wages and consequently lowers motivation for entrepreneurial activities. Several papers have found a U-shaped impact of economic growth on entrepreneurial activity [35] [36] [37] . Therefore, we expect a U-shaped relationship between GDP per capita growth and entrepreneurial activity.
National competitiveness is expected to have a negative impact on TEA, because more competitive economies can offer better jobs and thus decrease entrepreneurial activity. World Economic Forum [38] highlighted that more competitive economies register lower early-stage entrepreneurial activity, while less competitive economies have higher rates of entrepreneurial activity.
The relation between corruption and entrepreneurial activity is controversial in the extant literature. On the one hand, corruption practices (e.g., bribery) may increase the transaction costs of starting new ventures. On the other hand, some studies argued that corruption might grease the wheels' of entrepreneurship. For example, Dreher and Gassebner [39] studied 43 countries over the period [2003] [2004] [2005] and found that corruption facilities new firm entry in highly regulated economies. Therefore, we have no expectations regarding the relationship between corruption and entrepreneurial activity.
Political instability can discourage people from becoming entrepreneurs by providing uncertainty on the short and medium term. We employ the index of political stability and absence of violence/terrorism developed by World Bank. We expect a positive relationship between political stability and entrepreneurial activity.
According to Goel et al. [19] , economic freedom represents a major determinant of the level of entrepreneurial activity across countries. A higher level of economic freedom has a positive effect on entrepreneurial activity as individuals feel free to set up new ventures and also to experiment (entrepreneurial trial and error). We employ the Index of economic freedom provided by Heritage Foundation as it covers multiple aspects of economic freedom (rule of law, government size, regulatory efficiency and open markets). We expect a positive relationship between economic freedom and entrepreneurial activity.
To test the theoretical determinants of entrepreneurship, the following models include relevant explanatory variables that influence the national level of entrepreneurial activity:
where i and t denote the country and year for each variable. Following relevant studies on the determinants of entrepreneurial activity, GDP growth is lagged one year to clarify the causality relationship. We estimated our model specification (Equation (1)) using two different methods. Firstly, this study used a pooled ordinary least-squares regression model (OLS) as a benchmark. Secondly, we draw on a panel fixed effects (FE) model. The panel data methodology seems to be the most appropriate for at least two reasons. Firstly, this method controls the so-called unobservable constant heterogeneity. Each country in the sample has its own specificity that will be kept throughout the study period (e.g., culture). A pooling analysis of all these countries without noticing these peculiar characteristics could cause an omission bias and distort the results. Secondly, it controls for potential endogeneity generated by omitted variables. The fixed-effects general specification can be described by the following equation:
in which Y i,t is the dependent variable observed for country i at time t, X i,t is the time-variant regressor matrix, α i represents an unknown country-specific constant (the "fixed effect") and i,t is the error term.
To check the appropriateness of fixed-effects panel data estimation, we ran a Hausman test. The results of the Hausman test (not reported here, but available upon request) reveal that the fixed-effect model was to be used. Table 3 shows descriptive statistics for the full unbalanced panel dataset with 25 countries and 175 country-time observations. Similar to Bosma and Schutjens [40] we found that cross-country variation in early-stage entrepreneurial activity is very persistent over the period between 2007 and 2013. The standard deviation of TEA is 2.40, indicating how diverse our sample is with respect to the entrepreneurial activity. The highest levels of entrepreneurial activity are found in new member states of European Union, Estonia registering the highest value in 2012 (14.30%). In the panel data, the minimum level of entrepreneurial activity is registered in Hungary in 2005 (1.9%). The higher levels of entrepreneurial activity in the new EU member countries from CEE are most likely due to the poor labor market and lack of alternative economic opportunities. Regarding the access to finance, we notice significant inter-country and over time differences. SMAF index recorded the highest values in western countries (France, Austria, and Finland), whereas Central and Eastern European countries scored the lowest values (below 100). Additionally, between 2008 and 2009, SMAF index recorded the lowest values for almost all countries in the sample, revealing the financial constraints the SMEs faced as a consequence of the global financial crisis (see Appendix A, Table A1 ). The second variable capturing access to finance (IIR) presents also significant differences from one country to another in the sample, the highest values being recorded in the Baltic countries over the post-crisis period.
Results and Discussion

Descriptive Statistics and Correlation
Appendix A (Table A2 ) presents the correlation matrix of dependent and independent variables. We notice a high level of correlation among the dependent variables-TEA and its subgroups (NER and NBOR)-that will be used later on alternatively in the models. Given that the correlation between CGI and CORRUP is very high, we will use alternatively these two variables in our estimations. As the correlation among the rest of independent variables is moderate, we consider that multicollinearity is unlikely to be a problem in our models. We notice a weak linear relationship between SMAF and the index of economic freedom, respectively no linear relationship between risk capital (IIR) and economic freedom. Table 4 reports the results of the estimations for SMAF index as a proxy for access to finance using pooled OLS (Column 2) and fixed effects panel model (Column 3). Our results show a positive relationship between access to finance and TEA. According to the fixed effects panel model, a one point increase in the SMAF index is associated with a 0.073% increase in TEA, and this effect is statistically significant at the 1% level. Regarding the personal characteristics, we find that a one percent increase in the population that believes they have the required skills and knowledge to start a business is associated with a 0.10% increase in TEA. The results of the fixed effects panel model suggest a strong positive relationship between the economic growth and the level of entrepreneurial activity. On the other hand, the results obtained for the two other variables presented in Column 3-enforcing contracts (ENCO) and fear of failure (FFR)-are statistically significant, but their signs are contrary to the theory. For example, 1% increase in the cost of enforcing contracts is associated with a 0.34% increase in TEA and this effect is statistically significant at 1%. One possible explanation for this result is that many governments allocated financial resources towards programs that support new firms creation during the latest global financial crisis and thus overcome administrative barriers and fear of failure.
Empirical Results
In an augmented model (Column 4), we include an interaction variable between SMAF and PECA to assess whether there is an additional impact of access to finance when the individuals has the required level of knowledge and skills to start a new venture. Our results suggest that a business environment characterized by a favorable access to finance offers to the individuals the opportunity for "grasping the fruits of knowledge". In other words, access to finance seems to play a more important role for the individuals who consider having the required skills and knowledge to start a new business.
Political stability and economic freedom seem to lead to more favorable conditions for starting new businesses, but these results are statistically significant only for OLS pooled regressions. In addition, contrary to our expectations, the level of corruption is positively related to entrepreneurial activity in OLS pooled regressions.
To test the robustness of our results, we use another measure for access to finance, namely informal investors rate. The results for the second model employing risk capital as a proxy for access to finance (Columns 5-7) are broadly in line with those obtained for the first model. The impact of informal funding (IIR) on TEA is more pronounced than for the first dependent variable.
Our results show that access to finance explains the differences in entrepreneurial activity across EU countries over the period between 2007 and 2013 in all models. These results agree with previous findings on different samples of countries and period, showing that access to finance positively influences entrepreneurial activity [11, 22] . We contribute to the extant literature by introducing two new proxies for access to finance, one of them controlling for various sources of financing (debt and equity). Furthermore, we show that access to finance plays a more important role for the individuals who consider having the required skills and knowledge to start a business.
The results of the fixed effects panel models suggest a positive relationship between the economic growth and total entrepreneurial activity. Similar to other studies [40] , our results suggest a strong positive relationship between individual characteristics (perceived capabilities) and total entrepreneurial activity. We found a negative relationship between fear of failure and enforcing contracts, on the one hand, and entrepreneurial activity, on the other hand. Contrary to our expectations, institutional factors such as the level of corruption, economic freedom, and political stability do not affect entrepreneurial activity. Overall, the results enlarge our knowledge of the existing differences in entrepreneurial activity among countries.
Robustness Checks
We tested the robustness of our findings by employing as dependent variables the components of TEA (NER and NBOR). Tables 5 and 6 present the results for these two dependent variables using the same proxies for access to finance (the model specification is given in the headline of the tables). Employing the nascent entrepreneurship rate and new business ownership rate as dependent variables, we obtain similar results to those in Table 4 . The sign and the significance of access to finance variables remain the same in the NER models, but the value of the coefficients is lower than in the TEA models. When we employ NBOR as dependent variables, most of the coefficients are statistically significant and the significant coefficients have the same sign as in the previous estimations.
As the correlation between GCI and CORRUP was very high, we also ran our models by replacing CORRUP with GCI. The results of the fixed effects models (not reported here, but available upon request) are broadly in line with the previous ones.
We also tested the existence of a non-monotonic relationship between access to finance and entrepreneurial activity for our sample by including the quadratic terms of access to finance, but the coefficients of the quadratic term were not statistically significant in our estimations. 
Conclusions
The availability of financial resources-equity and debt-for small and medium enterprises represents an important condition for their creation, development, and survival. In the light of the latest global financial crisis, the lack of access to finance has been often cited as one the most significant barriers to start a new venture in many EU countries. Using a panel dataset containing information across countries and time, we investigate the role of access to finance in explaining cross-national differences in entrepreneurial activity across twenty-five EU members over the period between 2007 and 2013. The paper contributes to the financial literature through the expansion of the research concerning the determinants of entrepreneurial activity in EU member states in the light of the latest global financial crisis. Contrary to previous studies, we employ two different proxies for access to finance, one of them controlling for access to equity and debt in the EU member states. In addition, our paper extends the literature by analyzing the existence of an additional impact of access to finance and human capital (skills and knowledge) on entrepreneurial activity.
In this particular sample, we find a strong positive relationship between access to finance and total entrepreneurial activity (TEA). Our results proved to be robust for TEA underlying components (nascent entrepreneurship rate and new business ownership rate) and for different proxies for access to finance. Furthermore, we show that the impact of informal sources of financing (IIR) on entrepreneurial activity is higher than the traditional sources (debt and equity) included in SMAF index.
We also find a positive relationship between perceived capabilities and entrepreneurial activity. In an augmented model, we include the interaction effects between access to finance and human capital and the results suggest that the role of access to finance is more important for individuals who believe to have the required skills and knowledge to set up a new business. Macroeconomic environment positively influences entrepreneurial activity and this relationship is statistically significant in all estimations. Contrary to our expectations, the regulatory framework and fear of failure influence positively entrepreneurial activity, but these results can be explained by public programs to support entrepreneurship implemented in many EU countries during the latest global financial crisis. The results of the fixed effect panel models suggest that the level of corruption, economic freedom, and political stability do not influence entrepreneurial activity.
Our study is not without limitations. First, the inferences derived from this study are limited by the data on which the results are based. Second, we are aware that we employed a limited number of variables determining entrepreneurial activities. To assure the comparability of the two proxies for access to finance, we were forced to deal with the tradeoff between determinant variables, period of analysis, and sample of countries. Future research should include other quantitative and qualitative variables (such as bankruptcy laws) as soon as data will be available for new member states.
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